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3.  Differentiate between cumulative and noncumulative dividends. What happens
when cumulations become very large?

4.  State and account for the attitude of shareholders who are asked to modify their
preferred-stock contracts in funding accumulated dividends,

5.  Would it ever pay a preferred stockholder to oppose a plan for funding accumu-
lated dividends? Why? How are objectors dealt with?

6.  What inducements are sometimes offered to secure acceptance of dividend-funding
plans?

7.  What is prior preference stock, and how does it originate?

8.  What happens to common stock when dividends on preferred are funded?

9.  As an officer of a corporation, would you prefer cumulative or noncumulative
preferred stock? Why?

10.  What is fully participating preferred stock? Limited participating?

11.  How do preferred stocks fare in case of voluntary dissolution of the corporation?
In case of involuntary dissolution?

12.  How often are contractual preferences applied in dissolutions? Why?

13.  Is it customary for preferred stock to possess preferences as to voting rights?
Why? What is veto voting power? When is it used?

14.  What is the meaning of conversion? Under what circumstances should the
holder of convertible preferred stock exercise his conversion right?

15.  In what ways may a corporation gain from such a conversion?

16.  In what ways do conversion ratios encourage early conversion?

17.  How may the corporation accelerate conversion of preferred stock?

18.  Why did the proportion of preferred stock issues that carried conversion rights
increase during the decade of the 1920's?

19.  What is the significance of Moody's ratings of preferred stock with conversion
privileges?

20.  How can the conversion privilege be diluted? What are antidilution clauses?

21.  What kinds of safeguards are used to give protection to preferred stock? How
may such safeguards hamper the plans of the corporate management?

SUPPLEMENTARY READINGS
See end of Chap, Vm.

SUBJECTS FOR INVESTIGATION

1, Prom any manual of corporations select five corporations with preferred stocks
outstanding, (a) List the preferences possessed by each of these stocks, (b) List any

2.  What are the dividend provisions of each of these stocks?
3,  What are their rights in case of dissolution of the corporation?